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pedient to make a thorough study of cost 
versus market as applied to capital assets. 
To be able to discuss this topic fluently 
will be the task of accountants in the not 
distant future.
FEDERAL TAXES
In any discussion of postwar accounting 
questions it would be amiss to omit refer­
ence to Federal taxes. Taxes have such 
strange effects on business operation that 
some of the outstanding features demand 
mention. The first quarter of 1946 revealed 
widely divergent results in reporting in­
come. Large losses were reported by a con­
siderable number of companies, while other 
companies reported large increases in net 
income. The automotive industry was af­
fected by strikes not only of producers but 
of suppliers as well. General Motors, Chrys­
ler, and Packard reported as follows: 
to grow, and nourishment for the corpora­
tion during the development stage is re­
quired. On this premise, profits are per­
mitted to remain in the corporation for 
future expansion. If these profits should 
be in liquid form, difficulty is experienced 
in convincing agents that Section 102 of 
the Revenue Act is not being violated. If 
profits are distributed, no cushion may be 
available for loss years. Management is face 
to face with questions calling for unlimited 
business acumen correlated with rules of 
taxation.
To summarize, accountants must move 
into new thought fields in this reconversion 
era, and be qualified to discuss not only 
the items referred to herein but also sup­
plemental questions by the score. Manage­
ment expects and should receive the utmost 












While carry-back refunds are estimated, 
they reveal something new in taxation, 
when three companies reduce operating 
losses by more than sixty millions for three 
months’ operation. The carry-back and 
carry-forward principle of taxation is bound 
to play an important part in financial 
forecasts.
For the smaller corporations, particularly 
those that are closely owned, taxation offers 
a confusing problem in the matter of offi­
cers’ salaries. There is a wide hiatus in 
what officers feel they are entitled to re­
ceive in salaries and what revenue agents 
consider adequate. As the courts hold that 
each case is individual and depends upon 
facts alone for solution, the problem be­
comes more confusing. Officers’ salaries 
stand out as a target for additional taxa­
tion and the wisdom of Solomon is neces­
sary to find the line of demarcation that 
satisfies both the taxpayer and the Treasury 
Department.
Another matter in the field of taxation 
that remains confusing to the smaller cor­
poration is the proper distribution of 
profits. Small businesses are usually anxious
* * *
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